INTERNATIONAL FINANCIAL NEWS SURVEY 


Vol. XIII, No. 4 


INTERNATIONAL MONETARY FUND 


February 3, 1961 


International Monetary Prospects: The U.K. View 


The U.K. Chancellor of the Exchequer, Mr. Selwyn 
Lloyd, referred in a recent speech to prospects for the 
world payments situation in 1961. He remarked that 
at some time after the middle of 1960 total industrial 
production in the western world ceased to expand, and 
that until a recovery takes place a relatively slacker 
period in world trade will ensue. The Chancellor said 
that “since the United States and the United Kingdom 
are both experiencing considerable deficits on current 
and capital accounts, it will also be a period when the 
world payments situation will need careful handling. 
We must therefore work together to get through this 
period without imposing a kind of corrective short- 
term action which will be harmful to all of us in the 
long run.” Mr. Lloyd remarked that in 1960 the out- 
flow of gold and dollars from the United States was 
probably at least $3.5 billion, and that there were 
substantial increases in the reserves of a number of 
European countries. If the pattern of world payments 
that prevailed in 1960 were to persist, it would distort 
and endanger the whole structure of freer trade and 
payments which had been built up since the war. He 
emphasized that no one should be “panicked into short- 
sighted measures to restrict trade and payments.” 

The Chancellor went on to say that the present inter- 
national roles of the dollar and the pound should be 
safeguarded, since these are reserve currencies. The 
United Kingdom was ready to make any sacrifices neces- 


European Economic Community 

The Council of Ministers of the European Economic 
Community (EEC) has carried out the decisions which 
it took on May 12 to accelerate by 12 months the 
implementation of the common market for Belgium, 
France, Germany, Italy, Luxembourg, and the Nether- 
lands (see this News Survey, Vol. XII, p. 366). On 
January 1, 1961, tariffs on industrial goods imported 
from member countries were reduced by a further 
10 per cent and those on nonliberalized agricultural 
goods by 5 per cent. On the same date, the tariffs of 
member countries vis-a-vis nonmember countries on 
most industrial goods (but not agricultural products) 
were also adjusted. The effect was in most cases to 
reduce by 30 per cent the difference between the basic 
tariff applied by each member individually on Janu- 
ary 1, 1957 and 80 per cent of that which will prevail 
under the future common tariff. 


sary to control inflation and to keep confidence in 
sterling strong. At the same time, other countries also 
had responsibilities to keep the world’s payments system 
working freely. He stressed that while the imbalance 
persists there should be the fullest consultation and 
cooperation in the international sphere. Referring to the 
role of the International Monetary Fund, the Chancellor 
said that its reserves are available to help member 
countries out of temporary payments difficulties. He 
remarked that “as we have been quick to make repay- 
ments when circumstances permitted, so we shall not 
hesitate to apply for drawings when we judge it con- 
venient, not that we have any intention of making any 
drawing at present. This is surely the way the Inter- 
national Monetary Fund should be used. We must try 
to disabuse people of the idea that a drawing from the 
Fund is a last resort, only undertaken at a time of grave 
crisis.” The Chancellor remarked that, in the past, draw- 
ings from the IMF have been concentrated mainly on 
the U.S. dollar. He added that “if drawings were to be 
taken in reserve currencies at a time when one of the 
currencies is under strain, that would only intensify the 
strain.” He concluded that, in the U.K. view, drawings 
ought, as far as possible, to be concentrated on the 
currencies of the surplus countries. 
Source: British Information Services, Official Text of a 
Speech by the Chancellor of the Exchequer, 
New York, N.Y., January 27, 1961. 


These first adjustments of the external tariffs of 
member countries will create some discrimination 
against imports from nonmember countries. In Italy 
and France, countries with a relatively high tariff level, 
the adjustments were generally downward, though the 
simultaneous reductions of tariffs against member coun- 
tries have on average exceeded those of the external 
tariffs. In the low-tariff Benelux countries and in Ger- 
many, the adjustments in the external tariffs were 
normally upward. The difference in these countries 
between tariffs against member countries and those 
against nonmembers is thus considerably increased. In 
particular, Germany’s import duties on most industrial 
goods had been reduced temporarily by 25 per cent in 
July 1957 in order to stimulate imports. For this reason, 
Germany’s tariffs against member countries were not 
lowered in the two previous reductions arranged by 
the EEC, but were lowered for the first time (by 5 per 
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cent) on January 1, 1961. At the same time, however, 
the external tariffs levied on such imports were increased 
not only in accordance with the general practice out- 
lined above but also by one half of the temporary tariff 
reduction of 1957. 


Trade between members of the EEC is estimated to 
have increased by 28 per cent in 1960 over 1959, 
whereas imports from third countries rose by about 
23 per cent. Exports of EEC countries to third countries 
increased in total by only 15 per cent, owing largely to 
a stagnation of sales to North America. 


Mr. Robert Marjolin, Vice President of the EEC, 
in a speech before the European Parliament in Stras- 
bourg on January 19, predicted an increase in the 
Community's gross national product in real terms in 
1961 of between 4 and 5 per cent. This compares with 
a growth of 7 per cent in 1960 over 1959. Industrial 
production within the EEC rose by 12 per cent in 1960, 
making a total increase of 25 per cent since the creation 
of the Common Market three years ago. The 15.5 per 
cent increase in industrial production in Italy in 1960 
was particularly encouraging, as “Italy is beginning to 
absorb its unemployed into the working force,” 
Mr. Marjolin said. He also noted that the volume of fixed 
investment in the EEC rose by 11 per cent in 1960 
over the previous year, and that monetary reserves 
increased by US$3 billion. 


Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
December 25, 1960; European Community, 


Information Service, Washington, D.C., Janu- 
ary 23, 1961. 


Loans by U.S. Government Agencies 

During the calendar year 1960 the Development Loan 
Fund (DLF) made loans totaling a little more than 
US$950 million; this is believed to be the largest volume 
of lending for economic development purposes ever 
handled by any agency during a 12-month period. The 
credits were made to 77 borrowers in 32 countries. 
During the same period, the Export-Import Bank of 
Washington (Eximbank) approved 712 loans and guar- 
antees amounting to $897 million in 99 countries. 


Joint Loans 


The DLF and the Eximbank have recently announced 
two joint loans. On December 19, a loan was made to 
Israel equivalent to US$2.6 million in U.S. dollars and 
local currency, toward the cost of modernizing the 
Lod International Airport near Tel Aviv. Dollar costs 
of $1.5 million will be financed by the Eximbank. Local 
costs will be financed by a DLF loan of up to I£2 mil- 
lion (about US$1.1 million), drawn from repayments 
of earlier DLF loans to Israel. On January 6, a loan of 
$9 million was made to the Government of Guatemala 


to help build a 60-mile highway from the town of 
Rio Hondo to the border of Honduras. The Eximbank 
will lend $3.6 million to cover foreign exchange costs 
and the DLF $5.4 million for local costs. Both portions 
of this loan will be administered by the Eximbank. 


Export-Import Bank Loans 


The Eximbank has announced the following loans 
since early December: December 16, $25.5 million to 
the Government of Australia for the purchase of three 
Boeing 707 jet airliners (the California Bank of Los 
Angeles and the Morgan Guaranty Trust Co. of New 
York will participate by the purchase of early maturi- 
ties); December 23, $50 million (repayment to begin 
in 1966) to the Government of India for the purchase 
of U.S. capital equipment; December 30, $30 million 
(repayable over 16 years commencing not later than 
1965) to the Liberian American-Swedish Minerals 
Company (LAMCO), to assist in the development of 
high-grade iron ore deposits in Liberia; January 3, 
$2.5 million (repayable over 6 years commencing in 
1963) to Centrais Eletricas de Minas Gerais, S.A., of 
Brazil, the power agency of the Brazilian state of Minas 
Gerais, for the purchase of U.S. electrical power equip- 
ment to be installed at the Tres Marias dam; Janu- 
ary 6, $50 million to Argentina—$40 million, repayable 
over 12 years beginning not later than 1964, for the 
purchase of U.S. highway construction equipment, and 
$10 million, repayable over 5 years beginning not later 
than 1964, for the purchase of U.S. capital goods to 
help modernize Argentina’s home construction industry; 
January 19, $5.8 million to private business concerns 
in Argentina—$4.2 million to Siam Di Tella Auto- 
motores, S.A., of Buenos Aires (repayable over 6 years 
beginning in 1963), and $1.6 million to Sociedad 
Industrial Argentina Tubos de Acero, S.A., of Buenos 
Aires (repayable over 5 years beginning in 1962)—to 
provide funds for the purchase of U.S. industrial equip- 
ment; January 23, $18.5 million (repayable over 
10 years beginning in 1964) to the Orient Paper Mills, 
Ltd., of Calcutta, India, for the purchase of U.S. pulp 
and paper making machinery; January 25, $2 million 
(repayable over 5 years beginning in 1962) to the Delta 
Manufacturing Corporation of Manila, a privately owned 
Philippine firm, for the purchase of U.S. meat-packing 
equipment (the Manufacturers Trust Company of New 
York will advance $400,000 to be repaid from the 
first maturities) ; January 27, $2.9 million to two private 
business concerns in Venezuela—$1.4 million, repayable 
over 4 years beginning in 1963, for the purchase of 
U.S. equipment for a new carbon black producing 
plant at Valencia, and $1.5 million, repayable over 
5 years beginning in 1963, for the purchase of U.S. ma- 
chinery and equipment for a new plant for the produc- 
tion of home appliances and automotive parts. 
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Development Loan Fund Agreements 


The signing of the following agreements has been 
announced by the DLF: December 20, $26.2 million 
to the Government of Iran, to finance part of the local 
currency costs of building a portion of the Iranian 
primary road system, of which the foreign exchange costs 
are being financed by the World Bank (see this News 
Survey, Vol. XI, p. 373); December 29, $30 million 
to Hindustan Chemicals and Fertilizer, Ltd., a corpo- 
ration sponsored by the Government of India, to cover 
the foreign exchange costs of building a $58 million 
fertilizer plant at Trombay, of which the local currency 
costs will be financed by the loan of rupees accruing to 
the U.S. Government; January 5, $129.6 million to the 
Eregli Iron and Steel Works, Turkey, for the purchase 
of U.S. materials and services, part of the cost of which 
will also be borne by Koppers Associates, a U.S. firm, 
and the Chase International Investment Corporation of 
New York; January 6, $12.7 million to the National 
Office for Re-equipment of Installations for Production 
and Distribution of Electric Power, an agency of the 
Government of Viet-Nam, to finance the foreign ex- 
change costs of establishing a 33,000-kilowatt thermal 
power plant, together with related transmission and dis- 
tribution facilities, which will provide electric power to 
the Saigon-Cholon area; January 27, $5.1 million to the 
Government of Tunisia to finance the foreign exchange 
costs of rebuilding the El Aouina Airport; January 30, 
$3.2 million to the Government of Ceylon to help to 
finance the construction of a new international airport 
near Colombo. 


Sources: The Export-Import Bank of Washington and 
the Development Loan Fund, Press Releases, 
Washington, D.C. 


Europe 


U.K. Trade 


In 1960 British exports rose by 6 per cent in value 
and imports by 14 per cent. Exports to the United 
States fell by 10 per cent, largely because of a drop in 
sales of British cars. U.K. exports to countries in the 
European Free Trade Association (EFTA) and the 
European Economic Community (EEC) rose by 10 per 
cent, but exports to the sterling area rose by only 
6 per cent. Imports of semimanufactures rose by 37 per 
cent and those of basic materials by 14 per cent. There 
were substantial increases in imports of chemicals, tex- 
tiles, ready-made clothing, machinery, electrical goods, 
vehicles, and aircraft. Imports rose by 34 per cent from 
North America, by 19 per cent from EFTA and EEC 
countries, and by 5 per cent from the sterling area; 
there was a drop of 3 per cent in imports from South 
America. After making allowance for seasonal influ- 
ences, imports of industrial materials fell by 4 per cent 


in the final quarter of 1960 and imports of finished 
manufactures ceased to rise after the second quarter, 
although imports of capital goods continued to expand. 
One third of U.K. imports are foodstuffs, and an upsurge 
in imports of food, beverages, and tobacco before 
Christmas was sufficient to keep imports high in the 
closing months of 1960. 


Sources: The Financial Times, January 25, 1961, and 
The Economist, January 28, 1961, London, 
England. 


U.K. Special Deposits 


The Bank of England’s Quarterly Bulletin for Decem- 
ber 1960 describes the procedure of the Special Deposits 
scheme introduced in April 1960 (see this News 
Survey, Vol. XII, p. 342). Decisions to call for Special 
Deposits are made by the Court of Directors of the 
Bank, and normally decisions on changes in Special 
Deposits are made at the regular Thursday meetings of 
the Court. The announcement of a call makes it clear 
that it is made with the approval of the Chancellor of 
the Exchequer. The percentages of each bank’s funds 
to be lodged in Special Deposits are normally applied 
to the latest monthly figure of total gross deposits and 
the resulting amounts are then rounded to the nearest 
multiple of £100,000. A specified interval is left between 
the announcement of a call and the date by which the 
making of the Special Deposits is to be completed; 
within these limits, each bank decides when and in what 
installments to lodge its Deposits. The banks are, how- 
ever, asked to provide such forecasts as they can give 
of the likely size and timing of their installments, to 
assist the Bank in managing the money market and, in 
particular, in judging the amount of Treasury bills to be 
offered and allotted at the weekly tenders. Interest is 
payable on Special! Deposits at the multiple of 4, per 
cent nearest to the average Treasury bill rate at the 
weekly tender of the preceding week. The amount of 
Special Deposits is adjusted each month to take account 
of the latest figures for each bank’s gross deposits; the 
amounts involved in such adjustments are usually of 
modest size. As the Bank of England’s Return indicates, 
the counterpart of Special Deposits normally takes the 
form of an increase in the amount of government securi- 
ties in the Banking Department of the Bank of England. 


Source: Bank of England, Quarterly Bulletin, London, 
England, December 1960. 


Credit Transfers in the United Kingdom 

A general credit transfer system, by which any mem- 
ber of the public, whether or not he holds a banking 
account, can make payments at any of the 10,000 
branches of the London clearing banks, will come 
into operation on March 6, 1961. Under this system, 
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cash may be paid in at any bank for transmission to a 
banking account anywhere in the United Kingdom. 
Transfer of funds will normally be completed within 
two days. A charge of 6d. per transaction is to be made. 
Source: The Financial Times, London, England, Janu- 
ary 26, 1961. 


Icelandic Fishing Debts 

The Icelandic fishing industry has been faced with 
financial difficulties as a result of the lack of adequate 
long-term loans to finance earlier investments. The Gov- 
ernment has therefore taken the necessary measures to 
convert a considerable part of the fishing industry’s 
short-term debt into long-term loans. 

A Provisional Act of January 5, 1961 authorized the 
Fisheries Mortgage Department of the Central Bank to 
grant the new long-term loans required for the con- 
version. In addition, a temporary moratorium may be 
imposed in order to prevent the discontinuance of 
operations during the time that the financial status of a 
firm applying for a loan is being considered. 

The loan period will be based on the estimated life- 
time of the security, but will not exceed 15 years for 
fishing vessels, 20 years for fish processing plants, or 
10 years for machinery. The loans will also have the 
guarantee of the commercial bank of the firm concerned. 
Source: Morgunbladid, Reykjavik, Iceland, January 6, 
1961. 


Norwegian Impori Restrictions 


The Ministry of Commerce of Norway is studying the 
remaining Norwegian quantitative import restrictions, to 
determine which can be abolished. A decision is ex- 
pected during February. The resulting liberalization 
would be additional to that already scheduled for 
April 1, 1961. 

Excluding the restrictions on imports of tankers and 
other specialized ships, 3.3 per cent of Norway’s imports 
are at present subject to quantitative restrictions on 
a 1948 basis. 

Source: Norges Handels og Sij@fartstidende, Oslo, Nor- 
way, December 28, 1960. 


Finland's Import Liberalization Policy 

1961, Finland introduced certain 
measures aimed at relaxing further the restrictions on 
imports and at simplifying the import system. 


On January 1, 


Previously, the list of free imports and the global 
quotas applied to the 13 Western European countries 
with which Finland has multilateral trade and payments 
arrangements (see this News Survey, Vol. XII, p. 254) 
and to the United States, Canada, Argentina, and Ice- 
land. To these countries are added Brazil, Spain, Para- 
guay, and Uruguay, with which bilateral agreements 


have been terminated, and Ireland, with which no 
bilateral payments agreement existed; with all of these 
countries payments are now to be effected in convertible 
currencies. The global quotas have been raised consider- 
ably, particularly for those commodity groups for which 
demand had been substantially in excess of the quotas. 


As a result of these changes, license-free imports and 
imports covered by the global quota system together 
represent 73 per cent of Finnish imports for 1959. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, February 1961. 


Danish Price Policy for Dairy Products 


Cartel arrangements among the 1,300 or so dairy 
farms in Denmark, aiming at a substantial rise in the 
internal prices of milk products, have been approved by 
the Monopoly Council. The intention is to prevent a 
further serious deterioration in the profitability of this 
sector of agricultural production. The maximum pro- 
ducers’ price approved by the Council has now been 
fixed at DKr 7 per kilogram of butter, compared with 
the previous legal minimum of DKr 6, in force since 
June 1959. The retail price of butter will consequently 
rise to DKr 8.10-8.20 per kilogram. Farmers are 
expected to receive an additional DKr 90-100 million a 
year from these price improvements and from corre- 
sponding increases in the prices of other dairy farm 
products. This action represents a departure from the 
traditional principle that internal agricultural prices 
should conform to the average export price level. 


The organizations representing agriculture asked the 
Monopoly Council in December last for an internal 
producers’ price of DKr 7.50 per kilogram of butter, 
and they intend to continue to press this claim. In a 
joint declaration they point out that protectionist cus- 
toms duties, import policies, and governmental produc- 
tion and export subsidies applied abroad have precluded 
the free determination of a world market price. More- 
over, in contrast to other business sectors in Denmark, 
the dairy farming industry has not been able to compen- 
sate for substantial increases in costs during the past 
decade by corresponding improvements in its prices. 
Since 1948-49, which was a relatively normal harvest 
year, the costs of milk production in Denmark have 
risen by 42 per cent. Over the same period the cost of 
living has increased by about 45 per cent. On the other 
hand, the wholesale prices of milk products have gone 
up only 2 per cent since 1948. An internal butter price 
of DKr 7.50 per kilogram would compensate for about 
a third of the rise in costs since 1948-49; the remaining 
two thirds would be covered by improvements in pro- 
ductivity and other factors. It is pointed out, for pur- 
poses of comparison, that the export price applied to 
deliveries to Britain, which account for 85 per cent of 
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total exports, has lately amounted to only DKr 5.80 per 
kilogram. About 30 per cent of Denmark’s butter 
production is marketed at home. 


Sources: Bgrsen, Copenhagen, Denmark, January 12, 
1961; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, January 17, 1961. 


Economic Developments in Austria 


Throughout 1960 economic activity in Austria showed 
an upward trend. The price level remained fairly stable, 
productivity continued to rise, and wage increases were 
moderate. According to preliminary estimates of the 
Austrian Institute of Economic Research, the gross 
national product increased by about 7 per cent in real 
terms. In the nonagricultural sector, the rate of growth 
slowed down during the year, from 10.2 per cent in the 
first quarter to 7.6 per cent, 6.9 per cent, and probably 
not more than 4 per cent, in the second, third, and 
fourth quarters, respectively. Crop results were better 
than average, and total agricultural output is estimated 
to have risen by 9 per cent. For the period January- 
September 1960, imports increased by 26 per cent and 
exports by 17 per cent. The trade deficit for the year is 
expected to amount to § 7-8 billion, compared with 
S 4.6 billion in 1959. The greater part of the trade 
deficit will, however, be covered by higher net receipts 
on service account, particularly from tourism. 

The economic expansion has been accompanied by a 

relatively small increase in the money supply, which in 
the first 11 months of 1960 increased by only about 
3% per cent, compared with an increase of 6 per cent 
during the corresponding period of 1959. The strongest 
expansionary factor in 1960 was bank credit, which 
increased by S 7 billion, some S 2 billion more than in 
January-November 1959. The increase in foreign ex- 
change holdings, on the other hand, which had signifi- 
cantly contributed to the expansion of the money supply 
in 1959, ceased to do so in 1960. Among contractionary 
factors, the increase in savings deposits (by S 4.8 bil- 
lion) was somewhat smaller than in 1959. By the end 
of the year the liquidity of the credit institutions, which 
had been excessive in 1959, had been reduced, owing 
to the increase in legal minimum reserve requirements 
(see this News Survey, Vol. XII, pp. 295-96), the ex- 
pansion of credit at a faster rate than deposits, the 
trend of the balance of payments, and the extension of 
credit to the Government for the financing of the budget 
deficit. In December 1960, the credit institutions were 
obliged to have somewhat greater recourse to the 
Austrian National Bank, which thus established closer 
contact with the money market. 
Osterreichisches Institut fiir Wirtschaftsfor- 
schung, Monatsberichte, December 1960, and 
Osterreichische Nationalbank, Mitteilungen, 
December 1960, Vienna, Austria. 


Sources: 


Swiss Foreign Exchange Reserves 

The gold and foreign exchange reserves of the Swiss 
National Bank rose by Sw F 600 million in Decem- 
ber 1960, to a record Sw F 10 billion. This inflow 
consisted primarily of foreign funds transferred to 
Switzerland owing to political developments in other 
countries and the continued pressure on the U.S. dollar. 
Only a small part represented a temporary end-of-year 
repatriation of Swiss banking funds held abroad, which 
had been the major element in the equally strong inflow 
in December 1959. The continuation of the sizable 
inflow of foreign funds appears to indicate that the 
measures taken since mid-1960 to stem the capital 
inflow (see this News Survey, Vol. XII, p. 470) have 
not reduced significantly the preference of foreign in- 
vestors for Swiss franc holdings. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

January 9, 1961. 


Economic Developments in Italy 

The Italian economy expanded rapidly in 1960; a 
preliminary estimate suggests that in real terms the gross 
national product was 72 per cent larger than in 1959. 
Agricultural production suffered from adverse weather 
conditions and the income from agriculture declined 
by 3 per cent, but income in the industrial sector, includ- 
ing construction, increased by 14 per cent and that 
from services by nearly 8 per cent. During the first 
ten months of 1960, imports rose by 44 per cent and 
exports by 31 per cent compared with the same period 
in 1959. 


The economic expansion caused a substantial increase 
in employment. Wages rose by 5 per cent and private 
consumption by 6.5 per cent. The expansion in invest- 
ment was even sharper: gross public and private invest- 
ment in 1960 is estimated to have been 20 per cent 
above that in 1959. 

The monetary authorities maintained a high degree of 
liquidity, and the credit demands resulting from the eco- 
nomic growth were met without strain or increases of 
interest rates. At the same time, the supply of domestic 
and imported goods and services was sufficient to avoid 
any substantial upward movement of prices. Wholesale 
prices remained practically stable; the cost of living in- 
creased by 2 per cent, mainly as a result of an author- 
ized increase in controlled rents. 

The liberalization of foreign trade and payments was 
continued in 1960. The increase in the trade deficit was 
offset by gains elsewhere, and the over-all balance of 
payments produced a small further increase in central 
exchange reserves. Tourism provided gross receipts of 
about US$650 million, the number of foreign visitors 
being 18 million. Direct foreign investment in Italian 
enterprises amounted to $56 million in the priority sector 
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alone (more than double the amount in 1959); of this 
sum, $16.6 million came from Germany, $12.6 million 


from the United States, and $8.6 million from Switzer- 
land. 


During the last few months of 1960, the rate of 
expansion of exports slowed down, especially for auto- 
mobiles, steel, and textiles, and it is expected that this 
trend will continue in 1961. Consequently, industrial 
expansion is likely to be less rapid in 1961 than in 
1960, even though internal demand is expected to 
increase further. It is anticipated that government 
expenditure will increase in 1961, that private invest- 
ment will remain at a high level, and that wages will 
rise at least as much as in 1960. Private consumption 
should also continue to increase. 


Sources: 24 Ore, December 10 and 31, 1960, and 
January | and 19, 1961, and II Sole, Janu- 
ary 7, 10, and 11, 1961, Milan, Italy. 


Foreign Investments in Greece 


Official statistics show that in the years 1953-60 
foreign investments totaling $143.6 million were ap- 
proved under Law 2687/53 for the encouragement of 
foreign investment in Greece. The amount approved 
in 1960 was $70.6 million, of which $58.7 million was 
for the formation of an aluminum industry. Foreign 
long-term capital actually invested in Greece during the 
eight years totaled $39.9 million, of which $11.7 mil- 
lion was invested in 1960. 

Source: Naftemboriki, Athens, Greece, January 13, 
1961. 


Middle East and Africa 
lran-Afghanisian Trade Agreement 


On December 20, 1960, the Governments of Iran 
and Afghanistan signed a trade and payments agreement 
designed to facilitate trade between the two countries. 
[he agreement does not specify the goods to be traded 
but a supplement provides for the export by Iran of 
1,700 tons of oil annually to Afghanistan. Payments by 
either side may be made in U.S. dollars or in any 
currency mutually agreeable. 


Source: Keyhan, Tehran, Iran, December 21, 1960. 


Gold Mining Industry in Ghana 


Two British-owned gold mines in Ghana plan to close 
over a period of one year or slightly more. They employ 
approximately 7,700 workers, and their annual produc- 
tion of gold is US$8-9 million, or roughly one third of 
the annual total for Ghana as a whole. According to 
press reports, these closures have been hastened by the 
general increase in minimum wages, which became 
effective on July 1, 1960 (see this News Survey, 


Vol. XII, p. 544), and by the Government’s refusal of 
financial assistance toward the increased wage bill and 
the costs of searches for further gold ore deposits. 


Following the announcement of the intention to close 
the mines, the Ghana Government notified gold mining 
companies operating in Ghana that if they close mines 
or allow them to be flooded, without the permission of 
the Government, they face a possible fine of £G 100,000. 
The Government has also presented to Parliament a 
Mines (Amendment) Bill, under which the officers of 
corporations holding mining concessions are liable to 
imprisonment for up to ten years if they take closure 
action. The Bill will come up for parliamentary approval 
in February, but will be retroactive to January 24, 1961. 


The Ghana Minister of Information has commented 
that in 1959 one of the two companies concerned was 
offered an interest-free loan of £G 150,000 a year over 
three years, for the development of its concession (see 
this News Survey, Vol. XII, p. 260). The first year’s 
payment has been made and the company can at any 
time draw the second installment. The Minister stated 
that the other mine involved paid a 10 per cent dividend 
last year, and that the Government did not feel justified 
in giving it an interest-free loan or a subsidy, as asked. 
In addition, the Government believed that this company 
was closely interlocked financially with another gold 
mining concern which was operating in Ghana at very 
high profits and which should have come to the assist- 
ance of the mine now threatened by closure. 


Sources: The Times, London, England, January 25 and 


26, 1961. 


Gold Production in South Africa 

In November 1960, gold production in South Africa 
amounted to 1,811,783 fine ounces, an increase of 
88,501 fine ounces over November 1959 but slightly 
less than the record output attained in October 1960 
(see this News Survey, Vol. XIII, p. 5). The average 
basis of valuation declined during the month by 2d., to 
253s. 10d. per fine ounce, but the price was still 
4s. 3d. per fine ounce higher than in November 1959. 


The value of total output for the first 11 months of 
1960 was £245.6 million, £16.7 million greater than for 
the corresponding period of 1959. The volume of total 
output increased by 6.7 per cent, to 19,607,664 fine 
ounces, for the same period. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
January 1961. 


Agricultural Expansion in Nyasaland 
Production of almost all exportable agricultural goods 
in Nyasaland increased in 1960. The cotton crop 
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reached a record 16,000 bales, and tea production is 
estimated at 25 million pounds, or 10 million pounds 
above the average of recent years. 


Source: International Federation of Agricultural Pro- 
ducers, JFAP News, Paris, France, and Wash- 
ington, D.C., January 1961. 


Far East 


Credit Policy in India 


The Reserve Bank of India has abolished, from 
January 13, 1961, the additional reserve requirements 
of the scheduled banks (see this News Survey, Vol. XII, 
p. 589). This step has been taken to enable the banks 
to meet the demand for funds during the current busy 
season and to conform with the Reserve Bank’s policy 
of administering credit control measures in a flexible 
manner. It reflects the concern of the monetary authori- 
ties that their policies should not cause undue stringency 
in the money market or lead to any curtailment of 
credit for genuine productive and commercial purposes. 


Source: The Times of India, Bombay, India, Janu- 
ary 13, 1961. 


India’s Cotton Exports 


India’s foreign exchange earnings from cotton textile 
exports in 1960 are expected to equal the target figure 
of Rs 750 million (US$158 million); they were 
Rs 730 million ($153 million) in 1959. Exports of 
mill-made cotton piece goods in the first nine months 
of 1960 amounted to 519 million yards, compared with 
522 million yards for the corresponding period of 1959. 
According to estimates reaching the Cotton Textile 
Promotion Council, exports of cotton textile products 
for the whole of 1960 amounted to approximately 
675 million yards, against 814 million yards for 1959, 
but the decline in export volume was more than offset 
by higher export prices. 

Source: The Statesman (Overseas Edition), Calcutta, 
India, January 14, 1961. 


Tariffs and Import Controls in Ceylon 


Ceylon has imposed increased tariff rates, ranging 
from 5 per cent on imported tableware to 50 per cent 
on newsprint, from January 26, 1961. Large increases 
were effected on electrical appliances, confectionery, 
motor parts, radios, rubber tires and tubes, and textiles. 
Only foodstuffs and a few other items were exempted 
from the increase. 


From the same date, the import of cloth is no longer 
allowed except on individual license, and importers 
have been asked to cancel all outstanding orders. The 


import of diamonds, soap, and crude sugar is virtually 
banned, and the import of cars is strictly controlled. 

These measures are designed to conserve Ceylon’s 
foreign exchange reserves. At the end of November 
1960, external assets were Rs 498 million (US$105 mil- 
lion), representing a decline of Rs 208 million ($44 mil- 
lion) from a year earlier. 


Sources: Central Bank of Ceylon, Bulletin, Colombo, 
Ceylon, December 1960; The Journal of Com- 
merce, New York, N.Y., January 27, 1961. 


Budget of Federation of Malaya 


The budget of the Federation of Malaya for 1961 
provides for a surplus of M$12.8 million; revenue is 
estimated at M$970.8 million and expenditure at 
M$958 million. The. budget for the year 1960 provided 
for a deficit of M$32.4 million; revised estimates now 
indicate a surplus of M$168.5 million. Capital or 
development expenditure in 1961 is provisionally esti- 
mated at M$196 million, part of which will be sepa- 
rately financed. Including capital expenditure, there 
will be a deficit of M$138 million in 1961, compared 


with a provisionally estimated surplus of M$69.5 mil- 
lion in 1960. 


Export duties are expected to yield M$166.9 million 
in 1961, compared with M$256.8 million in the previous 
year. Revenue from the duty on rubber is estimated at 
M$100.1 million, calculated on exports of 730,000 tons 
at an average price of 80 cents a pound; that from tin is 
estimated at M$57.8 million, assuming exports of 
1,250,000 piculs (16.8 piculs = | ton) at an average 
price of M$395 a picul. Total import duties are esti- 
mated at M$339.5 million, compared with M$346.7 mil- 
lion collected in 1960. Other revenue items for the 
year 1961 (1960 figures are in parentheses) are income 
tax, M$196.5 million (M$185 million); motor vehicles, 
M$53 million (M$49.4 million); trading departments, 
M$50.8 million (M$48.1 million) ; interest, M$42.6 mil- 
lion (M$34.5 million); and others, M$121.5 million 
(M$123 million). 


Source: The Straits Budget, Kuala Lumpur, Malaya, 
December 7, 1960. 


Malayan Trade Surplus 


The Federation of Malaya had a favorable trade 
balance of M$722.8 million for the first 11 months 
of 1960; this compares with a surplus of M$665.4 mil- 
lion for the same period of 1959. Imports increased 
from M$1,563.1 million for 1959 to M$1,956.6 mil- 
lion for 1960; however, exports for the same period 
increased from M$2,228.5 million to M$2,679.4 million. 


Source: The Straits Budget, Kuala Lumpur, Malaya, 
January 4, 1961. 
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Japanese Interest Rates 


The basic discount rate of the Bank of Japan was 
reduced on January 26 to 6.57 per cent from 6.935 per 
cent, the rate which had been in effect since August 24, 
1960 (see this News Survey, Vol. XII, p. 474). On 
January 30, the National Federation of Bankers’ Asso- 
ciations lowered, by 0.365 per cent, the lending rates 
and call rates of commercial banks. It is expected that 
other financial institutions will follow suit and that rates 
for long-term loans will also be reduced. 


The Government has reduced the rates of interest 
allowed on postal savings by 0.3 or 0.5 per cent, from 
April 1, 1961. Rates for deposits in commercial banks 
(of which the highest at present is 6 per cent for one- 
year time deposits) will also be lowered. 


The Governor of the Bank of Japan has emphasized 
that the reduction of the discount rate should not be 
understood as a measure taken to stimulate economic 
activity, but rather as one intended to lower the general 
level of interest rates. The new basic discount rate is the 
lowest in the postwar era. The authorities consider it 
desirable to narrow the interest rate differential between 
Japan and foreign countries, and to reduce the interest 
cost to business enterprises in order to meet the compe- 
tition expected to develop as a result of exchange and 
trade liberalization. 

Sources: Nihon Keizai Shimbun, Tokyo, Japan, Janu- 
ary 24, 25, and 26, 1961. 


Western Hemisphere 


Employment and Industrial Production in Canada 

Employment in Canada decreased from November to 
December 1960 by 127,000, to 5.9 million. The more 
than seasonal reductions in employment in agriculture, 
construction, and manufacturing were only partly offset 
by increases in trade and services, and although some 
workers withdrew from the labor force, the number 
unemployed 99,000, to an estimated 
528,000 at the end of the year. The latter figure was 
equal to 8.2 per cent of the labor force, compared with 
6.5 per cent in December 1959 and 7.6 per cent in 
December 1958. 


increased by 


The labor force in December 1960 was 3.2 per cent 
larger than a year ago, indicating a higher rate of growth 
than the long-term average. The increase in employment 
over the 12-month period was 1.3 per cent, which was 
less than the average. 

Following a two-month period of stability, the sea- 
sonally adjusted index of industrial production declined 
by about 4% of 1 per cent in November 1960. The 
change in the over-all index reflected mainly decreased 
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activity in durable goods manufacturing. Industrial out- 
put in November was 4 per cent below the peak in 
January 1960. 


Sources: Dominion Bureau of Statistics, Daily Bulletin, 


Ottawa, Canada, January 18 and 20, 1961. 


Fund Transactions 


During November and December 1960, member 
countries purchased the equivalent of $72 million from 
the Fund. Under stand-by arrangements, Argentina pur- 
chased US$7.0 million, El Salvador US$9.25 million, 
and Paraguay US$1.0 million in November, and Iran 
purchased the equivalent of $12.5 million in November 
and US$2.5 million in December. Also in December, 
the Union of South Africa purchased the equivalent of 
$12.5 million and the United Arab Republic (Egyptian 
Region) the equivalent of $27.3 million. Of the total 
purchases, the amount drawn in U.S. dollars was 
$19.8 million. The equivalent of $41.0 million was 
drawn in sterling and of $11.2 million in deutsche mark. 

In addition to a voluntary repurchase by the United 
Kingdom in December (see this News Survey, Vol. XIII, 
p. 1), repurchases in respect of past drawings, which 
totaled the equivalent of $159.7 million in the two 
months, follows: Argentina $4.0 million, 
Bolivia $1.0 million, France $131.1 million, Indonesia 
$9.5 million, Paraguay $0.4 million, Sudan $0.4 mil- 
lion, and Turkey $3.0 million in November; Burma 
$4.0 million and Chile $6.3 million in December. 


were as 


New stand-by arrangements were entered into with 
Colombia ($75 million) and Nicaragua ($7.5 million) 
in November, and with Argentina ($100 million) in 
December (see this News Survey, Vol. XII, pp. 562 
and 601). 


In December, Chile notified the Fund of its consent 
to an increase in its quota from $75 million to 
$100 million. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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